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PAKISTAN: KEY ECONOMIC INDICATORS 


Pakistan Fiscal Year (PFY) July l-June 30 


Domestic Economy 

Population (mil) 

Gross National Product (Rs. mil) 
Gross Domestic Product (Rs. mil) 
Gross Domestic Product (current §$) 
GNP Per Capita (current $) 


Annual Real Growth Rates 
Gross National Product 
Gross Domestic Product 


Employment and Prices 

Labor Force (1,000s) 
Unemployment (ave. % for year) 
Consumer Price Index (% change) 


Public Finance (Rs. mil) 
Revenue 

Expenditures 

--Current 
--Development 

Overall Deficit 
Deficit as % of GDP 


Balance of Payments ($ mil) 

Trade Balance 

--Exports, F.0O.B. 

--Imports, F.0O.B. 

Invisibles (Net) 

--Of which: Remittances 

Current Account Balance 

Gross Aid Disbursements 

Basic Balance 

Foreign Exchange Reserves (yearend) 
--(In weeks of imports) 

Foreign Civilian Debt 

Debt-service as % of Merchandise Exports 
Exchange Rate (year ave., Rs. per $) 


U.S.-Pakistan Economic Relations ($ mil) 
U.S. Exports to Pakistan (F.O.B.) 

U.S. Imports from Pakistan (F.O.B.) 

U.S. Share of Pakistan's Exports ($%) 
U.S. Share of Pakistan's Imports (%) 
U.S. Bilateral Aid to Pakistan (U.S. FY) 
--Economic Aid 

--Military Aid 

U.S. Investment in Pakistan ($ mil) 


PFY 84 
Rev. 


91.88 
412,343 
372,748 
27 ,652 

333 


3.9% 
4.4% 


27,740 
3.9% 
8.4% 


74,855 
100 ,002 
73,411 
26,591 
-25,147 
6.7% 


-3,329 
2,669 
-5 998 
2,293 
2,737 
-1,036 
1,176 
(170) 
987 
8.6 
11,081 
22.1% 
13.48 


684 
233 
8.7% 
11.4% 
526 
225 
301 
104 


PFY 85 
Rev. 


94.73 
463 ,176 
424 ,865 
27 , 860 
321 


7.8% 
8.8% 


28 ,600 
3.9% 
6.9% 


79 ,782 
117 ,560 
85 ,684 
31,876 
-37,778 

8.9% 


-3,552 
2,457 
-6 ,009 
1,867 
2,446 
-1,685 
1,256 
(1,099) 

822 
7.1 
11,965 
21.3% 
15.25 


737 
257 
10.4% 
12.3% 
576 
250 
326 
109 


PFY 86 
PFY 86 CHANGE FROM 
Prov. PFY 85 


97.67 3.18% 
521,976 12.7% 
479,049 12.8% 
29 ,662 6.5% 

331 3.2% 


7.3% 
7.5% 


29,490 3.1% 
3.9% 0.0% 
5.2% -24.0% 


90,040 12.9% 

132,900 13.0% 
97,770 14.1% 

35 , 130 10.2% 

-42,860 13.5% 
8.9% 0.6% 


-2,992 -15.8% 
2,965 20.7% 
-5,957 -0.9% 
1,912 2.4% 
2,570 5.1% 
-1,080 -35.9% 
1,557 24.08 
354 -132.2% 
878 6.8% 
+3 7.7% 
12,928 8.0% 
28.5% 34.0% 
16.15 5.9% 


710 -3.6% 
307 19 .8% 
10.4% * 
11.9% - 
575 -0.2% 
263 5.2% 
312 -4,3% 
119 9.2% 


Principal U.S. Exports to Pakistan: soybean oil; tallow; wheat; machinery; 
transportation equipment (including aircraft); chemicals; fertilizer 


Principal U.S. Imports from Pakistan: textiles and clothing; floor coverings; 
fish and fish preparations; medical and scientific instruments 


SOURCES: Pakistan Economic Survey, monthly reports, Embassy estimates 





SUMMARY 


Pakistan had a good year in its fiscal year 1986 (July 1, 1985-June 30, 1986). 
GDP grew by 7.5 percent and GNP by 7.3 percent. Bumper crops of cotton and wheat 
led to 6.5 percent growth in the agriculture sector and stimulated industrial 
production and exports. Exports were up by 23 percent over PFY 1985; imports 
declined by 5 percent, due primarily to lower imports of lower-priced crude oil. 
There was a net accumulation of foreign exchange reserves, with yearend reserves 
equal to $878 million (or almost eight weeks of imports). The rupee continued to 
decline against the dollar. 


Pakistan has averaged annual growth of close to 7 percent over the past nine 
years. The Government expects this average to be exceeded again in the current 
fiscal year: record or near-record cotton, wheat, and rice crops and an upturn in 
industrial production are projected. There is, however, uncertainty regarding the 
country's balance of payments position. Export receipts may fall below target, 
crude oil prices have firmed, and a decline in remittances from emigrant workers 
is anticipated. 


Pakistan is in the process of rebuilding democratic institutions. Martial law -- 
in effect since 1977 — was lifted in December 1985, and freely elected 
representatives of the people meeting in federal and provincial assemblies are now 
actively participating in the formation of government policies. Political 
activity has picked up — particularly since the return to Pakistan of 

non-par liamentary opposition leader Benazir Bhutto. Pakistan's capable private 
sector businessmen and investors appear confident about prospects for future 
political stability. Moreover, Prime Minister Junejo's government has reaffirmed 
that the private sector is to serve as the engine of industrial growth and in the 


past year took steps to deregulate the fertilizer, cement, and edible oil 
industries. 


In compliance with the Koranic injunction on interest, all domestic financial 
transactions must now be accomplished using one of several approved Islamic modes 
of financing. This change-over to Islamic banking has been implemented in a 
flexible and pragmatic fashion with little apparent ecmomic disruption. 


Since 1977, Pakistan has moved to correct some of the major structural imbalances 
in its economy. Progress has been made, but more remains to be done to increase 
domestic resource mobilization, improve public investment, restructure industrial 
and trade incentives and pricing policies, and strengthen institutional 
development. 


Prospects for American business in Pakistan are good. The economic expansion 
projected for this year indicates that Pakistan will continue to be an expanding 
market for U.S. goods and services. U.S.-origin products are popular with 
industry and consumers alike. Foreign investment, especially in high technology 
areas, is welcomed. 





wy 
PART ONE: CURRENT ECONOMIC TRENDS AND OUTLOOK 


Pakistan is one of the world's poorer countries, with annual per capita 
income of approximately $331. Population, now close to 98 million, 
continues to grow at more than 3 percent per year. The relative prosperity 
of the industrialized regions around Karachi and Lahore and the rich farming 
areas of the Punjab contrast sharpiy with semi-arid Baluchistan and the 
mountainous North West Frontier. 


Pakistan's uneven pattern of development has included rapid growth in the 
1960s followed by virtual stagnation under the socialistic policies of 
former Prime Minister Bhutto. Since the re-establishment of economic 
Stability and increased fiscal discipline in 1977, real GDP growth has 
averaged 6.7 percent per year, with improvement in all major sectors. This 
impressive performance was interrupted in Pakistan Fiscal Year (PFY) 1984 — 
July 1, 1983 to June 30, 1984 -- when GDP growth fell to 3.9 percent due to 
a serious downturn in cotton production, declining emigrant workers' 
remittances, and a resurgence of inflationary pressures. The economy 
recovered substantially in PFY 1985 with GDP growth of 8.8 percent. 


In PFY 1986, GDP grew by 7.5 percent, and GNP by 7.3 percent. Bumper crops 
of cotton and rice contributed to agricultural growth of 6.5 percent. 
Manufacturing grew by 8.2 pecent. The balance of payments improved, and 
there was a net accumulation of foreign exchange reserves. Domestic debt, 


however, continued to climb, and growing budgetary deficits are a matter of 
some concern, 


The Government of Pakistan projects GDP growth of 6.8 percent in PFY 1987: 
near-record cotton, wheat, and rice crops and an upturn in industrial 
production are projected. There is uncertainty about the balane of 
payments position: export receipts may fall below target, crude oil prices 
have firmed, and a decline in remittances from emigrant workers is 
anticipated. Failure to implement the policies necessary to stimulate 
diversified exports and to ensure budgetary discipline could make it 
increasingly difficult to sustain high rates of ecoomic growth over the 
long run. Growing budgetary deficits could require further borrowing that 
would fuel inflationary pressures. 


Since the 1979 Soviet invasion of neighboring Afghanistan, the Pakistan 
Government has been at the center of diplomatic efforts to persuade the 
Soviet Union to withdraw its forces from Afghanistan. To reinforce 
Pakistan's determination to resist Soviet political and military pressure 
and its ability to succor the more than two million Afghan refugees, the 
United States and Pakistan have forged a strong bilateral partnership. 
Underpinning that relationship is a foreign assistance program valued at 
$3.2 billion over the six year period running through 1987. Negotiations on 
a new assistance package, valued at $4.02 billion over the six-year period 
beginning in 1988, were concluded in 1986. 





AGRICULTURE 


Agriculture in Pakistan employs a majority of the labor force, earns 
(directly or indirectly) approximately 70 percent of export revenues, and 
contributes 25 percent to GDP. Relying on the world's largest contiguous 
irrigation system, Pakistan grows cotton -- the most important cash crop --, 
rice, wheat, Sugarcane, and a variety of fruits, vegetables, and other 
grains. Favorable weather and improved government policies have spurred 
increased agricultural production during the past nine years. Pakistan is 
now basically self-reliant in wheat -- the staple food for the bulk of the 
population --, rice, sugar, and many minor crops. Although a poor harvest 
can force Pakistan to import, the country is gmerally a net food exporter. 


In PFY 1984, agricultural production declined by 6.1 percent — the worst 
performance in three decades -- due to bad weather and pest attacks. In PFY 
1985, agricultural production recovered with bumper cotton and rice crops 
and above average production of most crops except wheat and sugarcane. The 
recovery continued in PFY 1986, when record crops of cotton and wheat 
contributed to growth of 6.5 percent in the agricultural sector. Cotton 
production was 7.2 million bales, compared to 5.9 million bales in PFY 1985 
and 2.9 million in PFY 1984. Wheat production was 13.8 millim MT, up 17.9 
percent from the previous year. Good weather, favorable support prices, and 
increased yields boosted cotton and wheat production. Low support prices 
contributed to decreased sugar output, and poor weather hampered sugar and 
rice production. Despite the record wheat crop, imports continued in PFY 
1986 to replenish wheat stocks depleted by the poor 1984 crop. For PFY 


1987, near-record crops of cotton, wheat, and rice are expected. Sugarcane 
production is also likely to increase due to higher support prices. Overall 
agricultural growth is anticipated at 5.9 percent. 


Most Pakistani farmers continue to employ traditional cultivation 
procedures. Average yields are low by world standards and even by those of 
progressive farmers within Pakistan. With the exception of recent advances 
in cotton, the growth in output of major crops has generally been the result 
of the expansion of acreage under cultivation. Cotinued agricultural 
growth will require improved productivity because of the diminishing supply 
of uncultivated land and the high cost of extending the irrigation system. 
Agricultural pricing policies remain an impediment to increased 
productivity. The Pakistani Government hopes to increase productivity by 
improving the availability and use of modern inputs and credit; 
rehabilitating the aging irrigation system and improving water management; 
providing incentives to farmers willing to grow new high-value crops and 
those with major export potential; and strengthening extension services for 
small- and medium-sized farms. 


MANUFACTURING 


Starting virtually from scratch at independence in 1947, Pakistan has 
developed a fairly broad industrial base. The sector now produces a wide 
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range of products for a burgeoning domestic market. Industry contributes 
approximately 21 percent to GDP and has become increasingly important to the 
country's export and development potential. Cotton textile manufacturing is 
Pakistan's single most important industry, accounting for 17 percent of 
manufacturing value-added and employing the greatest number of industrial 
workers. Its importance has been declining, however, as aging plants fail 
to keep up with technological innovations elsewhere. Pakistan also has 
important cement, vegetable ghee, sugar, fertilizer, steel, machinery, and 
food processing industries, 


In PFY 1986, manufacturing output grew 8.2 percent. There were major 
increases in the production of cooking oil, tires, steel billets, woolen 
carpets, cement, beverages, and cotton yarn. Production of cotton cloth and 
nitrogenous fertilizer decreased. Growth in mining was estimated at 34.8 
percent, mainly due to successful oil and gas exploration activities. The 
outlook for PFY 1987 is again for growth of over 8 percent. Production of 
cotton yarn and cotton cloth especially should pick up due to the lagged 
effects of the recent good cotton crops and -- for cloth — last year's 
increased cotton yarn production. 


Pakistan's small-scale and cottage industry sector plays an important role 
in the economy: in PFY 1986 it produced 28 percent of industrial 
value-added and employed more than 80 percent of the industrial workfore. 
Small-scale industries provide a wide range of consumer goods at affordable 
prices and produced primarily with local materials. Exclusively in private 
hands, small-scale industries are widely dispersed geographically and 
promote improved income distribution. The sector's growth was estimated at 
9.4 percent in PFY 1986, compared to 7.8 percent for large-scale industry. 
Pakistan's state-owned manufacturing sector is important not so much because 
of its size -- it accounts for only about 15 percent of industrial 
value-added — but because of the dominant role it plays in a number of key 
industrial subsectors: cement, fertilizers, vegetable oil, chemicals, 
petroleum, steel, motor vehicles, and heavy engineering. 


Government policies have had significant influence on industrial development 
in Pakistan. In contrast to the 1970s, when many domestically-owned banks 
and large-scale industrial plants were nationalized, in recent years the 
government has assigned to the private sector the task of fueling economic 
growth through new industrial investment. New public sector investment has 
been limited, and the government has announced its intention to sell off 
substantial blocks of shares in selected state-owned industries. The 
government has assured investors that there will be no further 
nationalizations, investment sanctioning (approval) procedures have been 
improved, and import liberalization has improved the availability of 
imported raw material and capital goods to the industrial sector. The 
cement industry was deregulated in PFY 1985, and during PrY 1986, the edible 
oil and fertilizer industries were largely deregulated, bids for the first 
private power generating units were received, and the establishment of an 
autonomous telephone and telegraph system was announced. The National 
Deregulation Commission, established in 1985, continues to issue 
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recommendations; improvements in the investment sanctioning process, the 
gradual elimination of cost-plus pricing, the dismantling of price controls 
on wheat, private sector participation in the domestic and export trade of 
cotton, and the establishment of private domestic banking are reportedly 
under study. 

The Government of Pakistan nonetheless still favors a mixed — public and 
private sector -- economy. Moreover, myriad government regulations and 
controls reduce competition and lead to inefficiencies. Industrial growth 
is further dampened by load-shedding (electricity cutbacks); inadequate 
communications and transport facilities inhibit industrial as well as 
agricultural growth. The high level of industrial protection and 
longstanding bias in favor of import substitution in the investment 
incentive and domestic pricing structures have made production for the 
internal market more attractive than production for export. To enhance 
industry's contribution to export growth and the creation of jobs, Pakistan 
will have to take steps to expose its factories to the challenges of 
international competition. 


ENERGY 


Two-thirds of Pakistan's energy requirements are met by commercial energy 
resources and one third by non-commercial resources like firewood, charcoal 
and cow dung. 


Crude oil imports and domestic production meet about 41 percent of 
Pakistan's commercial energy requirements. Oil consumption totals some 
140,000 b/d. Supported by a World Bank energy sector loan, the government 
is now allowing higher prices for new oil or oil discovered in new 
concessions: as a result, domestic oil production has increased to 41,000 
b/d from 12,000 b/d five years ago. Reserves are estimated at 139 million 
barrels. In PFY 1986, crude oil and petroleum product imports cost of $786 
million, equivalent to 14 percent of total imports and 26 percent of total 
export earnings. 


Natural gas accounts for 35 percent of commercial energy supply. Production 
in PFY 1986 averaged 1 billion cubic feet per day. Remaining reserves are 
estimated at 16.3 trillion cubic feet. As with crude oil prices, the 
government has allowed the gas price to producers to rise to ecmomic 
levels, resulting in substantial new production. In the absence of 
substantial new gas discoveries, however, serious gas shortages are likely 
to continue through the remainder of the decade and beyond. 


Hydropower supplies 17.4 percent of Pakistan's @mergy needs, but more than 
half of Pakistan's electricity. The present capacity of 2,548 MW is 
estimated to be only 8.5 percent of realizable potential. Major hydropower 
projects supported by the World Bank, Asian Development Bank, and other 
donors include the extension of the Tarbela Dam project. Other possible 
major hydro projects under consideration by the government are the Kalabagh 
and Bashra Dams. 
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Coal meets about 6 percent of the national requirement for energy. Although 
coal reserves are estimated at 1.18 billion tons, production has expanded 
less rapidly than other sources of energy and currently supplies a lower 
proportion of total domestic energy than it did twenty years ago. The 
Lakhra Coal Project envisages production of 1.4 million tons of coal 
annually for a 300-megawatt power station in northern Sind. 


To help bridge the growing gap between energy production and consumption, 
the government has taken measures to promote energy conservation, accelerate 
the development of domestic energy resources, rationalize @ergy prices, and 
improve policy formulation and energy planning capabilities. It is 
nonetheless likely that energy shortages and blackouts will persist through 
the late 1980s. 


PUBLIC FINANCE, MONEY AND PRICES 


Pakistan's federal budget in PFY 1986 was Rs.. 132 billion, equal to 28 
percent of GDP. Current expenditures (e.g., debt service, defense, and 
general administration) consumed three-quarters of the budget; development 
expenditures (e.g., power and irrigatim projects, fertilizer subsidies, 
education, health, and rural development) consumed one-quarter of the 

total. In PFY 1986, the budget deficit increased to Rs.. 42.9 billion (US$ 
2.7 billion), equivalent to 8.9 percent of GDP. Although revenues were up 
substantially, expenditure on defense — which more than doubled between 
1980 and 1985 -- continued to grow as Pakistan suffered increased incursions 
by Soviet and Afghan forces. Expenditure on subsidies and debt service also 
increased. The government borrowed Rs.. 4.8 billion from the domestic 
banking system to cover that part of the gap not financed by foreign 
assistance or domestic savings schemes. Domestic non-bank borrowing was 
RS.. 25.7 billion. Domestic debt, now estimated at 27 percent of GDP, has 
been rising rapidly and is a matter of some concern. 


Public investment has been constrained by the government's reluctance to 
adopt measures to broaden the base for taxation or to make taxation more 
income-elastic. Indirect taxes are currently the principal source of 
revenue. Customs duties accounted for 45 percent of tax revenue in PFY 
1986, and excise taxes for 27 percent. Direct taxes on individuals and 
business supplied less than 16 percent of total tax revenue, due to the 
limited base on which they are imposed. Agricultural-based inoome, 
accounting for one-quarter of GNP, is exempt from income tax. The 
Government's most important source for development financing is natimal 
savings deposits schemes. These high-return borrowings, especially bearer 
and "prize" bonds, have allowed the government to mobilize resources from 
private savings. Continued government reliance om private savings to 
finance public expenditure, however, raises the government's debt-service 


obligations, may crowd out private sector expansion, and could fuel 
inflation. 


The National Taxation Commission established last year is examining ways to 
improve public sector resource mobilization. Reform of indirect taxation 
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through the institution of a broad-based sales tax and a comprehensive 
tariff reform program are reportedly under consideration. Greater reliance 
on user charges, curtailment of subsidies, and increased self-financing of 
investment in public sector e@terprises are also seen as necessary. Unless 
such measures are adopted, Pakistan is likely to face a serious weakening of 
its budgetary position. Moreover, the slow growth of public and private 
investment suggests that Pakistan's rapid increases in output have been 
achieved in part by running down the country's capital base. To sustain 
growth over the long run, major investment must be undertaken to upgrade 
existing facilities and expand infrastructure development. 


The PFY 1987 development program calls for Rs.. 47 billion of investment 
through the federal budget, with power generation projects receiving 24 
percent of the total, followed by water (irrigation and desalinizatim), and 
transportation (rail and road) and telecommunications. In line with the 
Prime Minister's Five-Point Program, employment, literacy, health, rural 
development, and urban slum renewal will receive increased attention. The 
PFY 1987 budget for current expenditures projects continued high spending on 
defense and large debt service obligations. Drafting of the Seventh 
Five-Year Plan (to cover the period 1988-92) is underway. 


Inflation in PFY 1986 was held to 5.2 percent for consumer prices and 3.9 
percent for wholesale prices. Monetary expansion was contained at 9.5 
percent in spite of the large amount of deficit financing through the 
banking system last year. The recent growth of monetary assets faster than 
growth in nominal GNP has led to concerns about “monetary overhang" and its 
implications for inflation. Nonetheless, for PFY 1987 an increase in 
consumer prices of under 10 percent is likely provided there is no 
unexpected monetization of the large federal deficit. 


In its desire to bring the domestic banking and financial system into line 
with Islamic precepts, the Government of Pakistan as of July 1, 1985 
eliminated the concept of interest from all but a few domestic financial 
transactions, Foreign exchange transactions within the country and foreign 
transactions continue to be on an interest-bearing or paying basis. 
Depositors share in the profits and losses of the financial institution 
holding their funds. Financing provided by domestic banks to individuals or 
corporations must be extended in accordance with me of several 
interest-free modes of financing. While this new system has altered banking 
practice in Pakistan, it has been implemented in a flexible and pragmatic 
fashion with little apparent disruption of economic activity. 


BALANCE OF PAYMENTS 


In recent years, Pakistan has imported roughly twice as much as it exports 
with the balance paid for by remittances from the more than two million 
Pakistani workers abroad (mostly in the Middle East) and from foreign aid 
disbursements. During the past two years, the balance of payments was 
strained in large part as a result of the poor cotton crop of PFY 1984. 
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In PFY 1986, imports were down by 5.1 percent to $5.6 billion, due primarily 
to lower imports of lower-priced crude oil, Pakistan's largest import. 
Pakistan also recorded savings on the edible oil and tea import bills. 
Export receipts were up 22.5 percent over PFY 1985; they topped $3 billion 
for the first time. Large volume increases more than made up for declines 
in the prices of major exports. Remittances -- for a variety of reasons 
unlikely to be repeated in the future -- increased by 5 percent to $2.6 
billim. The current account deficit for PFY 1986 was $1.1 billim, and 
there was a net accumulation of foreign exchange reserves, At yearend, 
Pakistan had foreign reserves of $878 million, equivalent to 7.7 weeks of 
imports. 


A deterioration in the balance of payments and foreign reserves is possible 
during PFY 1987. Export receipts may fall below target, crude oil and 
edible oil prices have firmed, and a decline in remittances from emigrant 
workers is anticipated. Over the lomger term, because of uncertainties in 
capital flows and workers' remittances, the government attaches priority to 
the growth of diversified exports. Pakistan at present is highly dependent 
on a small number of primary commodity exports: exports of cotton constitute 
12 percent of export earnings, rice 12 percent, and cotton yarn and textile 
items 32 percent. 


PART TWO: IMPLICATIONS FOR THE UNITED STATES 


The Government's projection of 6.8 percent growth in GDP this year indicates 
that Pakistan will remain an expanding market for imported machinery, 
industrial raw materials, and consumer goods. Pakistan also receives large 
amounts of U.S. ecoomic and military assistance, most of which is tied to 
procurement of U.S.-origin goods and services. 


The United States' current $3.2 billion, six-year bilateral assistance 
package to Pakistan is divided roughly equally between economic and military 
aid. The $1.625 billion in economic aid has a considerable commodity 
component for financing U.S. imports of PL-480 edible oil, phosphatic 
fertilizer, agricultural equipment, insecticides, and contraceptives. U.S. 
AID-sponsored projects are concentrated in the energy, agriculture, and 
social services sectors, reflecting the Government of Pakistan's priority on 
development in those sectors, 


The military assistance package includes $1.575 billion in Foreign Military 
Sales (FMS) guaranteed credits to be extended over five years beginning in 
PFY 83. Through this and other military assistance programs, the Pakistani 
armed services are familiar with U.S. military equipment. In addition to 
purchases under FMS, there are opportunities for American companies to make 
cash sales of defense-related equipment -- including, road-building and 
transport equipment, communications systems, radars, and bridges. 


An assistance package for the period 1987 to 1993, which was negotiated in 
1986, is subject to Cmgressional approval. It envisages $2,280 million in 
economic aid (mainly grant) and $1,740 million in military aid. 
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Despite a strong dollar, the United States was Pakistan's second largest 
Supplier in 1986 with a market share of 11.9 percent. American exporters 
can successfully exploit their advantages in this expanding market by taking 
a more personalized approach in handling trade and investment inquiries, by 
making personal visits, and by giving greater support to their local agents 
or distributors. The U.S. has been a major supplier of agricultural 
products, especially wheat, edible oil, and tallow. Other major U.S.exports 
have been chemicals, fertilizers, industrial raw materials, machinery, and 
aircraft. 


New prospects for U.S. exports are arising as Pakistan seeks to develop its 
infrastructure and to foster import substitution and export-oriented 
industries. Good opportunities exist for sales of agricultural machinery 
and implements; vegetable oil; tallow; soybean meal; phosphatic fertilizer; 
food processing and packaging equipment; chemical and petrochemical industry 
equipment; aircraft; railroad equipment; motor vehicles and equipment, 
electric power generation, transmission and distribution equipment; textile 
and leather machinery and equipment; telecommunications equipment; oil and 
gas field machinery; process control instruments; mining and extraction 
Machinery; earthmoving and construction machinery; electronic industry 
production and testing equipment; analytical and scientific instruments; 
hospital and health care industry equipment; and computers and peripheral 
equipment including mini-computers and word processors. Services are 
another area of sales opportunity for American firms, including airport 
construction, energy, communications and transportation project design, and 
engineer ing. 


Notwithstanding the above numerous opportunities for exports, Pakistan's 
restrictive import policies on many product categories, high tariffs and 
taxes, and limits on technical assistance fees and royalty payments can 
impede successful large-scale market penetration and competitiveess for 
certain U.S. products and exporters. U.S. firms interested in a substantial 


market share might instead consider local direct investment or joint venture 
partnership. 


Pakistan welcomes foreign private investment especially in industrial 
projects involving advanced technology and heavy capital outlays like 
engineering, basic chemicals, petrochemicals, electronics and other capital 
goods industries. Foreign investment in agroindustry, downstream steel 
products, engineering goods, and electronics is also sought, but new 
investment in some service areas -- especially insurance, banking, and 
consulting — is discouraged. An export processing zme (EPZ) has been set 
up in Karachi to attract foreign investment in export-oriented industries. 
In reviewing proposals for joint ventures, the government seeks to authorize 
projects which: (a) serve overall national objectives; (b) contribute to the 
development of capital, technical, and managerial know-how; (c) lead to the 
discovery, mobilization, or better utilization of national resources; (d) 
strengthen the balance of payments; and (e) result in substantially 
increased employment opportunities in Pakistan. There is no shortage of 
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Pakistani companies interested in forming a joint venture with an American 
partner, but it behooves the American investor to exercise caution in his 
choice of a joint venture partner. 


The Foreign Private Investment (Promotion and Protection) Act of 1976 
provides security against expropriation and adequate compensation for 
acquisitions. The Act also guarantees to foreign investors the right to 
repatriate funds up to the amount of the original investment, profits, and 
any additional amount resulting from re-invested profits or appreciation of 
the capital investment. Foreign nationals employed in industrial 
undertakings having foreign private investment may make remittances of their 
monthly salaries or (at the end of their tenure) of their accrued savings. 
National treatment with respect to laws, rules and regulatims relating to 
importation and exportation of goods is provided. In addition, the 
U.S.-Pakistan Treaty of Friendship and Commerce provides for national 
treatment of U.S. businessmen in other areas. Also in force between the 
United States and Pakistan is a treaty which provides for the avoidance of 
double taxation. 


U.S. investment in Pakistan -- estimated at $119 million -- is concentrated 
in the fertilizer and pharmaceutical industry. Joint venture opportunities 
exist for U.S. and Pakistani firms, especially in the manufacture of 
surgical equipment, sporting goods, chemicals, automobile parts, and in 
fisheries, mining, and the livestock/dairy industry. U.S. companies are 
involved in oil exploration and prodiction in Pakistan; others have shown 


interest in offshore concessions. Four major American banks have branches 
in Pakistan. 


Pakistan looks to the United States as an important export market. American 
retailers find Pakistani textiles, apparel, sporting goods, and leather 
products particularly attractive. Import quotas exist, however: trade in 
textiles is governed by a bilateral textile agreement. 


The U.S. Department of State and the Department of Commerce's Foreign 
Commercial Service maintain four posts in Pakistan, any of which can provide 
more details on the local economic, business or investment climate. 
Visiting businessmen are particularly welcome at the offices of the American 
Consulate General, located at 8, Abdullah Haroon Road in Karachi, Pakistan's 
commercial and financial capital. The Consulate Gmeral telephme is 
515081, telex 82-02-611. Business visitors are also welcome at the American 
Embassy, Diplomatic Enclave, Islamabad, telephone 826161, telex 952-005-864; 
at the American Cmsulate General in Lahore at 50 Zafar Ali Road, Gulberg V, 
telephone 870221; or at the American Consulate in Peshawar at 11 Hospital 
Road, telephone 73405. Please note that the workweek in Pakistan begins om 
Sunday. The weekend is Friday and Saturday. 
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